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section 3(a)(b) of the 1937 Act, is treat-
ed as a non-purchasing resident of non-
public housing.

§906.25 Ownership interests that may
be conveyed to a purchaser.

A homeownership program may pro-
vide for sale to the purchasing family
of any ownership interest that the PHA
considers appropriate under the home-
ownership program, including but not
limited to:

(a) Ownership in fee simple;

(b) A condominium interest;

(c) An interest in a limited dividend
cooperative;

(d) A shared appreciation interest
with a PHA providing financing; or

(e) A leasehold under a bona fide
lease-purchase arrangement.

§906.27 Limitations applicable to net
proceeds on the sale of a property
acquired through a homeownership
program.

(a) Where the family has owned a
unit under this part, the following
rules apply:

(1) In this section, the term gain from
appreciation means the financial gain
on resale attributable solely to the
home’s appreciation in value over
time, and not attributable to govern-
ment-provided assistance or any below-
market financing provided under
§906.29.

(2) In this section, the term net pro-
ceeds means the financial gain on re-
sale received by the seller after satis-
fying all amounts owing under mort-
gages, paying closing costs, and receiv-
ing an amount equal to the down pay-
ment (made from the seller’s own
funds) and principal payments on the
mortgage(s).

(3) A PHA must have a policy that
provides for the recapture of net pro-
ceeds in an amount that the PHA con-
siders appropriate under the guidelines
in this section.

(4) A PHA must have a policy that
provides the recapture of the following
amounts, if a family resells a home-
ownership unit it purchased under this
part during the 5-year period beginning
upon purchase of the dwelling unit:

(i) All or a portion of the gain from
appreciation; and

(ii) All or a portion of the assistance
provided (which includes below-market

§906.29

financing, but which does not include
Section 8(y) assistance used for mort-
gage payments under this part) under
the homeownership program to the
family to the extent there are net pro-
ceeds, considering the factors the PHA
establishes under paragraphs (b)(1)-(7)
of this section.

(b) The PHA’s program under this
part may provide for consideration of
any factors the PHA considers appro-
priate in determining how much of the
gain from appreciation and assistance
to recapture, including but not limited
to the following:

(1) The aggregate amount of assist-
ance provided under the homeowner-
ship program to the family;

(2) The contribution of equity by the
purchasing family;

(3) The period of time elapsed be-
tween purchase by the homebuyer
under the homeownership program and
resale by the homebuyer;

(4) The reason for resale;

(5) Any improvements made by the
family purchasing under the homeown-
ership program;

(6) Any appreciation in the value of
the property; and

(7) Any other factors that the PHA
considers appropriate in making the re-
capture determination under this sec-
tion.

(c) After the expiration of the 5-year
period in paragraph (a)(4) of this sec-
tion, the PHA must recapture all or a
portion of the assistance provided
under the homeownership program to
the family to the extent there are net
proceeds.

(d) The PHA must enforce its recap-
ture policy through an appropriate
form of title restriction.

§906.29 Below-Market sales and fi-
nancing.

A homeownership plan may provide
for below-market purchase prices or
below-market financing to enable
below-market purchases, or a combina-
tion of the two. Discounted purchase
prices may be determined on a unit-by-
unit basis, based on the particular pur-
chaser’s ability to pay, or may be de-
termined by any other fair and reason-
able method (e.g., uniform prices for a
group of comparable dwellings, within
a range of affordability by potential
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§906.31

purchases). Below-market financing
may include any lawful type of public
or private financing, including but not
limited to purchase-money mortgages,
non-cash second mortgages, promissory
notes, guarantees of mortgage loans
from other lenders, shared equity, or
lease-purchase arrangements.

§906.31 Requirements applicable to
net proceeds resulting from sale.

(a) PHA use of net proceeds. The PHA
must use any net proceeds of any sales
under a homeownership program re-
maining after payment of all costs of
the sale for purposes relating to low-in-
come housing and in accordance with
its PHA plan.

(b) PRE wuse of resale net proceeds. The
PHA may require the PRE to return
the net proceeds from the resale of the
units to the PHA. If the PHA permits
the PRE to retain the net proceeds, the
PRE must use these proceeds for low-
income housing purposes.

(c) Transfer of unsold unit to PHA. In
a situation where the PRE fails to sell
a unit to an eligible family within 5
years, and the provision of §906.19(d)
requiring that the unit be transferred
to the PHA applies:

(1) If the unit has not been operated
by the PRE as a public housing unit at
any time during the 5-year period, the
PHA may resell the unit in accordance
with this part or any successor home-
ownership program of the department,
or apply to have the unit included in
its public housing program, if it meets
all statutory and regulatory require-
ments of the public housing program;
or

(2) If the unit has been operated by
the PRE as a public housing unit with-
in such a 5-year period, the PHA must
return the unit to operation in its reg-
ular public housing program.

(d) Transfer of unsold unit operated as
public housing to PHA. Where the PRE
operates the unit as public housing
during the 5-year interim period under
§960.40, and fails to sell the unit to an
eligible family within such 5-year pe-
riod and the provision of §906.19(d) ap-
plies, the PHA must return the unit to
operation in its regular public housing
program.
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§906.33 Reporting and recordkeeping
requirements.

The PHA is responsible for the main-
tenance of records (including sale and
financial records) for all activities inci-
dent to implementation of the HUD-ap-
proved homeownership program. Where
a PRE is responsible for the sale of
units, the PHA must ensure that the
PRE’s responsibilities include proper
recordkeeping and accountability to
the PHA, sufficient to enable the PHA
to monitor compliance with the ap-
proved homeownership program and to
meet its audit responsibilities. All
books and records must be subject to
inspection and audit by HUD and the
General Accounting Office (GAO). The
PHA must report annually to HUD on
the progress of each program approved
under this part. The PHA must report
as part of the Annual Plan process
under §903.7(k) of this title, except for
those PHAs under §§903.11(c)(1) and (2)
of this title who are not required to in-
clude information on their public hous-
ing homeownership programs in their
Annual Plan. Those PHAs must report
by providing a description of the home-
ownership program to HUD, including
the cumulative number of units sold.

§906.35 Inapplicability of section 18 of
the United States Housing Act of
1937.

The provisions of section 18 of the
1937 Act (42 U.S.C. 1437p) do not apply
to disposition of public housing dwell-
ing units under a homeownership pro-
gram approved by HUD under this part,
or to the sale of a unit to a PRE to op-
erate as public housing and sell to a
low-income family within 5 years,
under the requirements of §906.19.

§906.37 Davis-Bacon and HUD wage
rate requirements.

(a) Wage rates applicable to laborers
and mechanics. Wage rate requirements
in accordance with §968.110(e) of this
title apply to the following activities:

(1) Rehabilitation, repairs, and acces-
sibility modifications performed under
an agreement or contract with the
PHA or by the PHA, pursuant to §906.7.
Davis-Bacon or HUD-determined wage
rates apply as follows:

(i) Existing public housing units that
will be sold under a homeownership
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